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LETTER OF TRANSMITTAL 


U.S. SENateE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 


August 22, 1960. 
Hon. Atten J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
U.S. Senate, 
Washington, D.C. 


Dear Mr. CuarrMan: In accordance with the resolution of the full 
committee adopted on May 20, 1959, the Special Agriculture Investi- 
gating Subcommittee of the Committee on Agriculture and Forestry 
examined policies, activities, operations, and management of the 
U.S. Department of iculture insofar as they relate to or affect, 
directly or indirectly, the activities or operations of the Commodity 
Credit Corporation. 

Because of limitation of time and staff, this examination was 
for the most part centered on the grain storage operations of the 
Commodity Credit Corporation. 

Herewith is submitted the subcommittee’s report, together with 
supplemental views of two members. Please note that the report 
was signed by all members of the subcommittee. 

The subcommittee would like to express its appreciation to the 
counsel, Richard M. Schmidt, Jr., il to the investigator, George 
M. Kopecky. The work of these men was in the best tradition of 
public service. 

The subcommittee also expresses its appreciation to the members 
of the full committee staff for their cooperation and assistance. 

Sincerely, 
Sruart SyMINGTON, 
Chairman, Special Agriculture Investigating Subcommittee. 


v 














REPORT OF SPECIAL AGRICULTURE INVESTIGATING SUB- 
COMMITTEE OF THE COMMITTEE ON AGRICULTURE AND 
FORESTRY, U.S. SENATE, 86TH CONGRESS 


I. InrrRopucTION 


This is the report of the Special Agriculture Investigating Sub- 
comers of the Committee on Agriculture and Forestry of the U.S. 

enate. 

The report sets forth findings, conclusions, and recommendations 
of the subcommittee upon the basis of information developed by the 
subcommittee during the course of an investigation (August 1959— 
June 1960) into certain operations of the U.S. Department of Agri- 
culture. The major attention of the subcommittee was directed to 
the grain storage operations of the Commodity Credit Corporation. 

The report is divided as follows: 

(1) An introduction which describes the basis and scope of the 
subcommittee’s investigation, the organization of the investiga- 
tion, and the manner in which the investigation was conducted. 

(II) Findings and testimony. 

(III) The conelusions reached by the subcommittee. 

(IV) The recommendations of the subcommittee. 

It is the hope of the subcommittee that the published record of the 
investigation will be of aid to those who are presently charged with 
the responsibility of administering the Government grain storage pro- 
gram and other facets of the Commodity Credit Corporation and the 
Commodity Stabilization Service, as well as be of aid, by reference, 
to those who may, in the future, assume such responsibility. 

The Department of Agriculture has spent more than $2,300 million 
for commodity storage and handling in the past 7 years. Whether 
such funds are spent efficiently and effectively is a matter of impor- 
tance to every American. 


LEGAL BASIS AND SCOPE OF THE INVESTIGATION 


The subcommittee was appointed by Senator Allen J. Ellender, 
chairman of the Committee on Agriculture and Forestry, on May 20, 
1959. Upon instruction from the full committee, the subcommittee 
was directed to determine the facts concerning the administration of 
the Commodity Credit Corporation, of which the negotiation of the 
Uniform Grain Storage Agreement is a segment.’ 

The subcommittee staff consisted of two professional staff members 
and one secretarial staff member. The professional staff members 
were Mr. Richard M. Schmidt, Jr., of Denver, Colo., counsel, and 
Mr. George M. Kopecky, of Washington, D.C., chief investigator. 


1 For the full text of the full committee resolution creating this subcommittee, see app. A. 
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ORGANIZATION OF THE INQUIRY 


The two professional staff members commenced their work in late 
August 1959. Working under the direction of the chairman of the 
subcommittee, and with suggestions from other members of the sub- 
committee, the staff members compiled material which was presented 
at hearings of the subcommittee, commencing January 11, 1960. 

The initial investigation of the staff was primarily devoted to the 
grain storage operations of the Commodity Credit Corporation, 
although some investigation in related areas developed therefrom. 

In this work, the staff and the subcommittee have had the con- 
structive cooperation of the U.S. General Accounting Office and its 
able Comptroller General, Joseph Campbell. The work of the 
General Accounting Office personnel is reflected throughout the pub- 
lished record of the hearings. 


CONDUCT OF THE INQUIRY ? 


At the outset, arrangements were made with the U.S. Department 
of Agriculture to obtain, for the record, information considered neces- 
sary for effective accomplishment of the subcommittee’s mission. 
The chairman of the subcommittee, together with staff members, met 
with Mr. Marvin McLain, Assistant Secretary of Agriculture; Mr. 
Walter Berger, Director of the Commodity Stabilization Service; and 
Mr. Frank A. Barrett, General Counsel for the Department of Agri- 
culture. These officials of the Department of Agriculture were 
appraised of the proposed scope and nature of the subcommittee’s 
inquiry. 

aterial needed in the course of the investigation from the Depart- 
ment of Agriculture was, in most instances, freely given to the sub- 
committee staff by the Department. There was one notable exception 
to this cooperation.’ Other material used in the investigation was 
independently obtained by the staff and by the General Accounting 
Office personnel assigned to assist the subcommittee. 

Along with the documentary information, which is included in the 
record of proceedings of the subcommittee, the subcommittee received 
sworn testimony from numerous witnesses. In this process, the sub- 
committee held 3 executive session hearings and 10 public hearings. 

Every reasonable effort was made to assure that the record would 
be comprehensive, objective, and clear. No limitation was placed 
upon the testimony of any of the witnesses who appeared before the 
subcommittee, as to the material to be supplied, or as to the subjects 
to be covered, beyond the general indication of the areas of the sub- 
committee’s interest. 

It was the practice of the subcommittee to permit witnesses to con- 
sult freely with counsel and other advisers present at the hearing and 
to supply additional or corrective information for the record, following 
their oral testimony. No limitation was placed upon the nature or 


number of questions that could be asked by any member of the 
subcommittee or by the counsel. 


2 For subcommittee rules of procedure adopted Aug. 11, 1959, see app. B. 

* The exception referred to concerns the Earl Corey matter, which is set forth at pages 98 to 138 of the 
record. USDA refused the subcommittee staff access to any files which pertained to this matter on the 
grounds that it was under investigation by the Department of Justice. All material presented at the 
aeomnaes hearing was obtained by the subcommittee, independently of the Department of Agri- 

ure. 
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The hearings began on January 12, 1960, and were concluded on 
May 26, 1960. 


II. Frypines anp TxrsTIMony 


During the past 7 years the Department of Agriculture spent more 
than $2,300 million for commodity storage and handling. Ninety 
percent of these commodity storage costs were for Government grain 
stored by approximately 11,000 commercial warehousemen, in accord- 
ance with the Uniform Grain Storage Agreements. 

The first Uniform Grain Storage Agreement was consummated in 
1940. It was a standardized contract between individual warehouse- 
men and the CCC, setting forth the rates of payment for Government 
grain storage and handling, plus contractual provisions. It replaced 
the first Government grain storage contracts originating in 1938, which 
contained no uniform schedule of rates. 

Historically, such an agreement has been negotiated every 2 years 
since 1940 by a committee representing the storing warehousemen 
and a committee representing CCC. However, the agreement was 
not renegotiated from 1956 through 1959. 

The value of commodities pledged for outstanding loans and com- 
modities in the inventory of Commodity Credit Corporation has 
risen from a total of $1,494,802,000 in 1952 to an estimated 
$10,423 996,000 in 1960. 

The costs incurred for storage, handling, transportation, and interest 
expense applicable to price support inventory and loan operations 
and miscellaneous carrying charges have risen from a total of 
$148,800,000 in 1952 to an estimated $1,159,400,000 in 1960. The 
total storage and handling costs for grains: only has risen from 
$65,918,000 in 1952 to an estimated $587 million in 1960. (Charts 
appear at pp. 4 and 5.) * 

Costs for grain storage and handling amounted to about $268,000 
a day in 1951 and about $1,253,000 a day for fiscal year 1959. The 
costs referred to are exclusive of transportation costs and interest 
expense applicable to the price support inventory, and do not include 
payments to farmers for storing grain on-the-farm under reseal pro- 
grams, where title to the grain is still vested in the farmer (p. 247). 

During the same period, CCC-owned inventories of wheat and 
corn also increased substantially. The CCC-owned wheat inventory 
increased from about 196 million bushels as of June 30, 1951, to about 
1,147 million bushels as of June 30, 1959. The CCC-owned corn 
inventory increased from about 413 million bushels as of June 30, 
1951, to approximately 1,044 million bushels as of June 30, 1959. The 
approved capacity under the Uniform Grain Storage Agreement for 
storage of grain increased from over 1 billion bushels in 1951 to 4.2 
billion bushels as of December 31, 1959 (p. 247). 

As was testified to by both the Director of the Grain Division of 
Commodity Stabilization Service on January 14, 1960, and by the 
Assistant Director of the Civil Accounting and Auditing Division of 
the General Accounting Office on May 12, 1960, no comprehensive 
survey of warehousemen’s operating costs had ever been made in 
order to provide a firm basis for determining the reasonableness of 
the rates and the impact of price trends reflected in cost indices on such 
rates. 


4 All page references are to the body of the printed record unless otherwise designated. 
59810—60——2 
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However, after this subcommittee’s investigation began, the 
( ‘ommodity Credit Corporation did initiate its first grain storage cost 
survey, in preparation for the negotiations with. the commercial grain 
storage industry for a new storage agreement to become effective 
July 1, 1960. This cost survey was based upon examinations and 
analyses of the records of country and terminal warehouses (p. 582). 


IOWA STATE UNIVERSITY STUDIES 


Appearing at the first hearing was Dr. Richard Phillips, professor 
of agricultural economics at Iowa State University. Dr. Phillips is 
a recognized authority in the field of agricultural marketing and 
business management, particularly of grain, feed, and farm supplies 


. 3). 

Dr. Phillips testified concerning a research project showing the cost 
of storage and grain handling for 44 country elevators in Iowa (p. 6). 
The study made at lowa State University, under the direction of 
Dr. Phillips, showed an average profit on cost of 74 percent. This 
margin was computed on an average direct cost of storage and 
handling grain of 7.56 cents per Seabees (p. 8). 

In his testimony, Dr. Phillips also reported about another Iowa 
State University study which analyzed additional cost factors of 
quality deterioration and shrinkage. That study showed quality 
deterioration to amount to 0.638 cent per bushel per year for the corn 
stored in the 44 sample elevators and shrinkage to add an additional 
cost of 0.448 cent per bushel per year. The total for both these 
factors amounted to 1.09 cents per bushel per year. 

His testimony included the results of an elevator managers’ work- 
shop in May 1959, concerning the cost of grain storage and handling 
at two elevators in Iowa. The first of these elevators, storing 85,000 
bushels of grain, had a net profit of 5.92 cents per bushel and profit 
on costs of 54.1 percent. The second elevator, storing 462,300 
bushels of grain, had a net profit of 7.12 cents per bushel, and profit 
on costs of 60 percent. 

The Farmers Co-operative Grain Co. was one of the two elevators 
included in Dr. Phillips testimony (p. 17). In his testimony, Mr. 
Summa, manager of that company, verified the findings of the Iowa 
State workshop concerning his company’s margin of profit for storage 
of grain, and testified that, in his opimion, if the elevators were guaran- 
teed storage for a full second calendar year that the rate could be 
reduced somewhere between 7 and 12 percent. 

He further testified that their construction costs for storage facilities 
were between 30 and 50 cents per bushel, depending upon the type 
of storage (p. 23). His company’s storage facilities included both 
conventional or upright concrete silo storage, as well as so-called flat 
storage facilities, which are principally steel bins and quonset type 
buildings. 


DUDDEN ELEVATOR 


Another witness appearing before the subcommittee on January 12, 
1960, was Mr. Garrett. Dudden, operator of Dudden Elevators, Inc., 
in Venango, Nebr. This is an elevator of 2,167,000-bushel capacity, 
which stores principally wheat (p. 37). 

Mr. Dudden testified that his elevator received an average of 16.79 
cents per bushel for storage of Government wheat, and had an average 
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direct cost of 8.27 cents per bushel. .Thesé figures were shown by a 
General Accounting Office audit of Dudden Elevators, Inc., and were 
confirmed by Mr. Dudden’s accountant, Mr. Howard Hunter. This 
gave the elevator a profit margin of 8.5 cents a bushel, or a profit on 
cost of 105.4 percent. Dudden Elevators, Inc., had a return on 
investment for all types of storage facilities, both flat and conven- 
tional, of 2634 percent (pp. 38, 39). 


EQUITY UNION ELEVATOR 


The next witness was Mr. Robert A. Puelz, manager of Equity 
Union Grain Co. in Lincoln, Nebr. Mr. Puelz testified that this was 
a cooperative organization, having 5,225,000 bushels of concrete 
conventional storage and 3 million bushels of flat storage (p. 45). 

The General Accounting Office audit of this elevator, as confirmed 
by Mr. Puelz, showed the rate of occupancy to be 78.81 percent 
during the period of the survey. The survey further showed the 
annual average storage cost of this elevator to be 6.284 cents per 
bushel, and their income under the uniform grain storage agreement 
to be 16.79 cents per bushel, giving a profit on cost of 167.18 percent, 
and a rate of return on investment of 26.92 percent (pp. 46, 47). 


ACCELERATED DEPRECIATION 


Mr. Summa, Mr. Dudden, and Mr. Puelz all testified that their 
operations had utilized accelerated amortization for tax purposes for 
at least part of their facilities. This provision allowed the elevators 
to depreciate their storage facilities in approximately 5 years instead 
of the normal period of depreciation of about 30 years. 


SMALL BUSINESS ADMINISTRATION LOANS 


In addition to this permissive tax advantage, the Small Business 
Administration of the U.S. Government had, for the period of Janu 
1, 1954 through June 30, 1959, loaned a total of $27,106,000 in indi- 
vidual amounts of $25,000 or more to various businesses throughout 
the country for the construction of grain storage facilities (p. 22). 


BONUS PAID FOR GRAIN STORAGE 


Testimony was given that operators paid bonuses to producers to 
store their grain under the Government loan program in their facili- 
ties. Examples showed payments of 14 cents a bushel for bringing 
the grain to a particular elevator for storage (pp. 52-54). 


GENERAL ACCOUNTING OFFICE COST STUDY 


Officials of the General Accounting Office testified as to their survey 
of an additional 57 warehouses, and showed the percent of profit 
earned by these warehouses on Government grain storage (com- 
mencing p. 243). 

In addition to the commercial warehouses used for the storage of 
Government grain, the Department of Agriculture has utilized 
oe bins, onfarm structures, and ships of the ‘‘moth- 

all fleet.” 
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According to GAO testimony, storage and handling rates have, in 
the past, been established for the various grains covered by the uni- 
form grain storage agreement according to five geographical areas. 
All warehousemen within a geographical area receive the same rate. 
Handling rates, however, varied, depending upon whether grain was 
received by truck or rail. The agreement was renewed automatically 
each year unless terminated by written notice from either party at 
least 30 days prior to the renewal date. 

Up until 1960, the storage and handling rates provided by the agree- 
ments were established by negotiations between representatives of the 
grain storage industry and officials of the Department of Agriculture, 
without current or detailed cost studies to guide the negotiations. 

In a report to the subcommittee, the GAO stated: 


Because of the limited sample of grain storage warehouses 
included in our examination, the results of our examination 
relative to storage and handling costs and rates of profit 
and return on acquisition cost of storage facilities, as herein- 
after set forth, may not necessarily be indicative of the pat- 
tern prevailing at all the warehouses storing grain for CCC 
under the Uniform Grain Storage Agreement. However, our 
findings at the warehouses examined indicate that, based on 
the average volume of grain stored and the quantity handled 
during the warehousemen’s latest fiscal year, completed at the 
time of our examination, the UGSA rates have provided, in 
most cases, rates of net profit greatly in excess of the profit 
allowance that we have noted generally in our audits of fixed 
price contracts negotiated by the Government (p, 248). 


The GAO sample of 57 selected commercial warehouses, storing 
principally wheat and corn for CCC under the Uniform Grain Storage 
Agreement, was made up of 50 country elevators and 7 terminal 
elevators. 

The wheat warehouses were located in Kansas, Minnesota, Mis- 
souri, Nebraska, North Dakota, Oklahoma, South Dakota, and 
Texas. They stored an average of 80 percent of the CCC-owned 
wheat held in commercial warehouses during the fiscal year ended 
June 30, 1959. The corn warehouses were located in Illinois and 
Iowa, where an average of 49 percent of the CCC-owned corn in 
commercial warehouses was stored during the fiscal year ended 
June 30, 1959 (p. 247). 

The estimated storage costs in 34 of these 57 warehouses ranged 
from 4.5 cents a fore to 8.9 cents a bushel. At these costs, based 
on the average volume of grain stored in the warehouses during the 
year, the UGSA rates provided net profits per bushel ranging from 
84 to 265 percent of estimated storage costs. The warehouses in 
this cost range stored about 80 percent of the grain stored by all 
warehouses included in the examination by GAO. The costs of 
storage as computed, included all costs that were recorded on the 
books of the companies, plus an allowance for shrinkage and quality 
deterioration (pp. 250-252). 

For 19 of the warehouses included in the study, estimated storage 
costs ranged from 9 to 11.8 cents a bushel, and the net profits per 
bushel ranged from 41 to 82 percent of estimated storage costs. 
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The remaining four warehouses had estimated storage costs ranging 
from 12 to 14.7 cents a bushel, and net profits per bushel ranging from 
12 to 37 percent of estimated storage costs (p. 251). 


TESTIMONY OP RAYMOND J. POLLOCK 


Mr. Raymond J. Pollock, Director of the Grain Division of Com- 
modity Stabilization Service, testified that a cost study survey of 537 
elevators was commenced in October of 1959 (p. 57). 

At the time of Mr. Pollock’s testimony on January 14, 1960, he 
stated that the Department of Agriculture had scheduled a meeting 
for January 21 and 22, 1960, with the industry representatives for the 
negotiation of rates to be paid under the Uniform Grain Storage 
Agreement (p. 66). He also testified that the results of the Depart- 
ment’s commercial storage cost study survey would not be available 
for 75 to 90 days from January 14, 1960. 

Moreover, he stated that a cost study survey had been made to 
determine the cost of grain storage in Government-owned bins, and 
that the results of this survey also would not be available for another 
75 to 90 days. 

In conflict with Mr. Pollock’s testimony, however, the Department 
of Agriculture released the first information concerning the cost study 
survey for commercial warehouses on January 21, 1960. The results, 
as released by the Department, covered 432 warehouses, both country 
and Cerrar, 

On February 5, 1960, the USDA released a revision of the Jan- 
uary 21, 1960, figures, which were adjusted to eliminate the effect of 
accelerated depreciation on the cost of storage. These revised 
figures showed the average annual cost per bushel for storage for all 
warehouses to be 8.4 cents per bushel. In contrast, the Department’s 
cost study showed an average cost of 5.1 cents per bushel for the 
storage of grain in CCC-owned bins (pp. 582 and 629). 

The CCC has leased some of its own bins to others for storing grain. 
At the time of the hearings, CCC was charging the warehousemen a 
rental which, projected to an annual basis, amounted to 15 cents per 
bushel of capacity. Prior to March of 1959, the rental rate was only 
9 cents per bushel of capacity (p. 76). 

Mr. Pollock testified that he was Director of the Grain Division, 
which is responsible for the Government binsite storage and commer- 
cial storage, and that the Grain Division, as one of the divisions of 
Commodity Stabilization Service, is responsible for the formulatian 
and carrying out of the price support programs (pp. 57, 58), 

Mr. Pollock was questioned concerning an Internal Audit Division 
(CSS) report of November 24, 1956, which stated: 


Rates paid by Commodity Credit Corporation under the 
Uniform Rice Storage Agreement for rough rice storage were 
eatly in excess of the commercial rates covered in tariffs 
ed by the California Public Utilities Commission. For ex- 
ample, the total storage costs incurred by Commodity Credit 
on the California 1956 rice crop were more than $1 million 
higher than the cost would have been at commercial rates. 
Mr. Scumipr. Now, have you undertaken a cost study 
of rice storage in California to determine the correctness of 
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this charge made by the Internal Audit that more than a 
million dollars was spent than needed? 

Mr. Potiock. Not that I know of. 

Mr. Scumipr. Do you plan to? 

Senator Symineron. Do you know of this case? 

Mr. Pouiock. No, I don’t know of that. 

Senator Symineron. This is new to you? 

Mr. Poutiock. Yes, sir (p. 83). 


Mr. Pollock was then shown a letter dated December 1958, over his 
signature objecting to the findings of the Internal Audit Division. 
When questioned by the chairman concerning this, Mr. Pollock stated: 


I suspect that my memory has failed me just a little, sir 
(p. 83). 
riadsen SymincTon. The Internal Audit says you paid 
over a million dollars excess, in California, for rice storage. 
Has there been any decision to do anything about it? 

Mr. Pottock. We have those things constantly under re- 
view, Mr. Chairman, and we will do whatever we can about 
it, sir (p. 84). 


Mr. Pollock further testified that Commodity Credit Corporation 
binsites had a capacity of some 958 million bushels, and that at the 
time of his testimony, they were approximately 70 percent occupied, 
that there were some 3 billion bushels in coidtinabchdk otben ge. and ap- 
proximately 33 million bushels in storage in the reserve fleet (p. 58). 

Mr. Pollock testified on January 14, 1960, that he was chairman of 
the meetings that the Department of Agriculture was holding with 
the trade to negotiate new uniform grain storage rates (p. 66). He 
further testified that at the time of the last prior negotiation of the 
Uniform Grain Storage Agreement in 1956, he had appeared as a 
negotiator on behalf of himself as the operator of Pollock Elevators, 
located in Walford and Norway, Iowa, and also as president of the 
Western Grain & Feed Association of Iowa (p. 63). 

Mr. Pollock’s present relationship with Pollock Elevators was also 

uestioned by the subcommittee. These elevators hold contracts for 
the storage of Government grain under the Uniform Grain Storage 
Agreement. (Much detail concerning this appears starting at p. 84.) 

Subsequent to the hearing on January 14, 1960, Mr. Pollock was 
replaced by Mr. Clarence Palmby as chairman of the negotiatin 
sessions between the U.S. Department of Agriculture negotiators cn 
the industry negotiators. 

(Subcommittee note: Mr. Pollock resigned from the Department 
of Agriculture on May 13, 1960.) 


RATE REDUCTION 


Subsequent to the initial hearings of this subcommittee, the Depart- 
ment of Agriculture announced a 19-percent reduction in storage rates. 
The rate reduction was first announced by USDA on March 16, 
1960, and then affirmed on April 29, 1960. After this last announce- 
ment by the Department, the negotiation team, representing industry, 
announced they were ‘‘walking out” of the rate negotiations. They 
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gave as their reason the alleged unwillingness of the Department to 
actually ‘‘negotiate.” As stated by Mr. Frank Theis: 


I used the words ‘‘until this year” because, as you know, 
Mr. Chairman, the rates this year were not negotiated but 
proclaimed (p. 350). 


The Department estimates that the reduced storage rates will save 
the taxpayers $85 to $100 million a year. 


GRAIN TRADE TESTIMONY 


On April 28, 1960, testimony was received from Mr. Joseph B. 
Gregg, of Kansas City, Mo., representing the Board of Trade of 
Kansas City, Mo., and the Grain Exchange of Kansas City (p. 184). 

He testified concerning the handling rate for grain under the UGSA. 
He emphasized that the so-called handling charge is separate and 
distinct from charges for storage. It covers the services performed 
by the country elevator dealer at the behest of the Commodity Credit 
Corporation in moving grain from farms or binsites to the rail point 
to which the Corporation desires transportation. 

For this service the total compensation received by the country 
elevator under the Uniform Grain Storage Agreement is the handling 
charge set forth in the agreement, and, according to Mr. Gregg, many 
country elevators derive virtually all of their earnings from this source 
(p. 185). 

” Me Gregg testified that under the 1956 Uniform Grain Storage 
agreenens, the handling charge for wheat was 7 cents per bushel. 

e proposed rate, as announced by USDA on March 17, 1960, is 
5 cents per bushel. 

Mr. Gregg testified that the 7-cent rate was established in 1949, 
and he referred to the cost study survey of the Department of Agri- 
culture, showing the average direct operational cost of the handling 
service to be 4.6 cents per bushel (p. 185). 

Mr. Gregg stated that it was his opinion, based upon experience 
in the handling of grain for CCC, that there should be added to the 
basic direct operational cost of 4.6 cents, the following: one-half cent 
for shrinkage, one-half cent for quality deterioration, 144 cents for 
risk and return on investment, making a total of 7.1 cents. He 
further testified that while, under the 1956 Uniform Grain Storage 
Agreement, the Department of Agriculture recognized area differen- 
tials in rates paid for handling, the Department on March 17, 1960, 
proposed a uniform rate for the entire country. 

Mr. Gregg explained that the figure of 7 cents, to which he referred, 
was computed as payment of 6% cents per bushel for loading in and 
three-fourths cent for loading out (p. 189). 

Mr. Gregg also testified that the Department of Agriculture in its 
release of March 17, 1960, announcing reduced charges in the Uniform 
Grain Storage Agreement, and referred broadly to certain factors 
thought to justify reductions, namely: 


Increased efficiencies, construction costs of supplemental 
facilities, and larger volume. 
Mr. Gregg went on to state: 


But it will readily be observed that none of these apply to 
handling elevators. And so we are without any supportable 
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reasons for the Department’s radical proposal as to handling 
charges (p. 187). 


On April 28, 1960, Mr. Roy F. Hendrickson, executive secretary, 
National Federation of Grain Cooperatives followed Mr. Gregg as a 
witness (p. 193). 

Mr. Hendrickson gave a background of grain cooperatives, stating 
that there were 2,800 of them, and that they owned from 30 to 35 
percent of the Nation’s commercial grain warehouse space (p. 198). 

He testified as to the rapid and large expansion of grain storage 
facilities in this country, and stated that periodic aipeale for storage 
space expansion had been made by the Departinsit of Agriculture. 
Storing warehousemen were— 


* * * repeatedly given assurances that Government- 
owned bins would not be given preference over these facili- 
ties. They relied on that firm policy, which policy is more 
dim and unclear than it has been for at least 10 years. 

Remember, please, that there are elements which have 
long favored Government operation of the grain business. 
As cooperatives, we oppose that 100 percent (p. 201). 


However, Mr. Hendrickson later testified, when questioned as to 
the identity of such groups: 


At this particular time I do not know of any concrete, 
organized, coherent group that was organized advocating 
that. ‘That is perfectly true (p. 209). 


Mr, Hendrickson stated that his organization objected to the 
Department of Agriculture’s proposal to make storage rates uniform 
throughout the country and. not, given recognition to geographical 
differences. He also testified they objected to any renegotiation pro- 
visions in the Uniform Grain Storage Agreement, which would allow 
the Government to recapture excess. profits paid to warehousemen 
for storing grain (p. 214). 

Mr. Hendrickson stated that while storage and handling costs have 
increased substantially for the storage of Government grain, that the 
interest charge incurred by Commodity Credit Corporation in its 
operations has gone up from. 1% percent on July 1, 1958, to 5: percent 
in January 1960 (p. 219). 

The total interest charge has risen from $30 million in 1952 to $500 
million estimated for 1961 (p. 221). 

On May 17, 1960, Mr. L. A. Laybourn of Salina, Kans., testified 
before the committee on behalf of the Grain & Feed Dealers National 
Association. 

He testified that the Grain & Feed Dealers National Association 
has 1,200 members. That it also has 54 affiliated state and regional 
grain and feed associations, having a total membership of about 
15,000 (p. 305). 

Mr. Laybourn testified that the Government buys, under the 
uniform grain storage contract: 


* * * services; protection from risk; and a delivery obliga- 
tion undertaken by the warehousemen regardless of the size, 
kind, or efficiency of his equipment; and an integrity of 
warehouse receipts. * * * 
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He further stated that his organization did not believe the Depart- 
ment of Agriculture had negotiated the grain storage rate proposals 
in good faith, and that it challenged the validity of cost data used by 
the Department of Agriculture to justify its actions, 

Mr. Laybourn testified as follows: 


I cannot understand the logic of the Government’s newest 
position in which it is willing to pay a higher rate for storing 
the taxpayers’ grain on the farm, where the Government 
does not require insurance, than it is willing to pay for storage 
in a commercial warehouse, where insurance is provided 
(p. 309). 


Mr. Laybourn testified: 


Nearly a thousand warehousemen came into Kansas City 
on March 30-31 from all parts of the Nation, in the innocent 
belief that their testimony might substantially affect the 
outcome. 


Mr. Laybourn was referring to the Town Meeting called by the 
Department of Agriculture with the grain trade to explain the new 
proposals for grain storage rates. 


The meeting was assured by the Government people that 
the Government had an open mind, However, no member 
of the seven man Board of Directors of the CCC was there 
present, and it seems quite clear to us now that the die had 
been cast before that time (p. 311). 


Mr. Laybourn submitted an analysis of the USDA cost study 
survey made by Peat, Marwick, Mitchell & Co., certified publie ac- 
countants of Minneapolis, Minn., and contended that that analysis 
cast very serious doubts as to the validity of the Government’s 
findings (p. 312). 

Mr. Laybourn also testified: 


We feel the specific area of investigation undertaken by 
your subcommittee is as appropriate and timely as any in 
Congress, for the reason that, never in its history, has the 
Nation put into the hands of the executive branch a more 
potent economic instrument than the Commodity Credit 
Corporation (p. 324). 


He further stated: 


Our association is completely open minded as to exploring 
different approaches while, at the same time, dealing with 
the realities of the pattern of this industry as I have sketched 
it in my testimony (p. 323). 


According to Mr. Laybourn, the analysis of grain storage rates by 
his association showed that it would take an average annual rate of 
19.2 cents per bushel to allow what the elevators felt to be a proper 
profit for the storage of Government grain; however, he added that 
the grain trade would settle for the rates under the existing contract 
(the 1956 U.G.S.A.) (p. 335). 

On May 26, 1960, the subcommittee received testimony from Mr. 
William F. Brooks, attorney and Washington representative of the 
National Grain Trade Council, who gave the background of his or- 
ganization and described its membership (p. 340). 

59810—60-—3 
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He testified: 


The Government’s grain programs rely heavily on the 
efficient operation of the competitive grain marketing sys- 
tem. Wheat prices, as registered at Kansas City, Min- 
neapolis, and other terminal markets, play an important 
role in determining wheat loan levels (p. 341). 


Mr. Brooks stated: 


For a number of reasons, including a desire to avoid direct 
Government competition, the grain warehousing industry, 
cooperative and noncooperative, has expanded the Nation’s 
private grain warehousing capacity. 


He further said: 


The grain industry endorses the principle of having 
available for Commodity Credit Corporation a warehousing 
agreement which is uniform throughout the country as to 
terms and conditions (p. 343). 


Also appearing before the subcommittee on May 26, 1960, was 
Mr. Frank A. Theis, president, Terminal Elevator Grain Merchants 
Association, Kansas City, Mo. 

Mr. Theis described the purpose and background of his organiza- 
tion, and stated that the membership was composed of terminal 
operators, both proprietary and cooperative, throughout the grain 
belt of the United States, at the main terminal and subterminal mar- 
kets, and represents a total ¢ apacity for grain storage of nearly 1 billion 
bushels. 

Mr. Theis stated that in addition to having 48 years experience in 
handling grain and operating a grain business in Kansas City, that 


he had been a member since 1954 of the Grain Storage Advisory Com- 
mittee: 


formed to aid the Administrator of the Commodity Stabiliza- 
tion Service in dealing with grain inventories and storage 
problems. Also, since 1938, | have been a member of the 
Grain Industry Committee, which has, until this year, nego- 
tiated rates with the Department of Agriculture. I used the 
words “until this year’ because, as you know, Mr. Chair- 
man, the rates this year were not negotiated, but proclaimed 
(p. 350). 


He criticized the Department of Agriculture for the grain storage 
rate proposals made by it on March 16, 1960, and stated: 


However, instead of standing up for its policies, the De- 
partment this year has fled in panic before the verbal guns of 
Congress, and has tried to clothe their sellout of the grain 
industry i in the respectable garb of a ‘‘comprehensive cost 
study”’ (p. 356). 


He testified that his organization had, in September 1959, adopted 


a statement concerning the agricultural policy of this Nation. That 
statement reads in part as follows: 


The solution for the taxpayers lies in eliminating the sur- 
pluses themselves by returning agriculture to a free and com- 
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petitive basis. Realistically lower prices—that is prices 
finding their own level relative to cost of efficient produc- 
tion—would not only result in worldwide sale and consump- 
tion of each year’s production, but might well encourage 
demand for ever larger U.S. harvest (p. 357). 


Mr. Theis further testified that in the period 1951 and 1952: 


* * * the Government was paying to the commercial in- 
dustries something less than $100 million for their storage 
business, whereas in 1959, the figures show now that they are 
paying our industry, country terminals and so forth, $411 
million (p. 361). 

Mr. Theis also stated: 


* * * the Department had eliminated rate variations by 
area, even though the cost of storing grain varies consider- 
ably from one part of the country to another. 

* * * in addition to the cut in rates, the Department had 
forced the grain industry to accept greater responsibility, 
which would add materially to their cost of doing business 
(p. 362). 


He volunteered to the subcommittee that his own company was 
Elevator No. 36 listed in the report of the General Accounting Office 
(p. 368). He stated that his warehouse had a CCC rated capacity 
of 6,856,000 bushels, and that the GAO audit of his warehouse showed 
his annual cost of storage of grain, including shrinkage, to be 7.2 cents 
per bushel, while receiving 16.8 cents per bushel per year from the 
Government for the storage of grain, giving his company a profit of 
9.1 cents per bushel, or profit on costs of 118.2 percent (p. 369). 

Mr. Theis presented a tabulation made by Arthur Young & Co.. 
certified public accountants, of Kansas City, Mo., which was sent to 
69 members of the Terminal Elevator Grain Merchants Association ; 
36 of the companies replied giving their profits. Mr. Theis stated the 
profits, as shown, included all operations of the companies, and were 
not limited to storage operations, and hence, he was unable to state 
what percentage of such profits were derived from the storage of grain. 

A report from Standard & Poor’s concerning the Archer-Daniels- 
Midland Co., a publicly held corporation, showed that for the year 
ending June 30, 1958, this company had net sales and operating 
revenues of more than $225 million, and that, during 1958, it had 
storage and handling revenue from the Department of Agriculture of 
$6,934,000. The Standard & Poor’s report stated : 


In 1957 and 1958, grain operations accounted for 4 percent 
of the combined sales and revenues, and 24 percent of the 
gross profit (after depreciation) (p. 375). 


Mr. Theis criticized the Department of Agriculture’s cost study 
survey and pointed out that the USDA cost study survey showed the 
average cost of taking grain in by rail and loading it out again was 
3.4 cents per bushel, and that the USDA’s maximum offer for this 
service was 2.5 cents a bushel (p. 382). 

Mr. Theis further stated: 
* * * this industry has dealt fairly, honorably, and in good 
faith with the Department of Agriculture throughout the 
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history of these storage agreements, and in discussions of the 
new one. The Department, however, is now dealing il- 
logically, arbitrarily, and unfairly with us. 

A Department release in January said they were willing 
to study “variable rates’? but we have heard nothing from 
them on that since. In March the industry committee at- 
tempted to initiate a discussion with the Department on 
the possible returning to an accelerated rate, to a per diem 
rate that would be scaled down according to the length of time 
grain was in store. It costs more to store grain for a short 
while than for a long term, and there is logic in paying 
accordingly. (One-twentieth cents per day for the first 
210 days, one-thirtieth cents thereafter—15.66 cents if it is 
there for 365 days.) 

There used to be such a scaled down rate—that was back 
in the 1954 rate, and also the 1952 rate, but it was thrown out 
in the 1956 agreement. When we brought it up again this 
year, the Department told us flatly ‘‘no”—they would not 
consider it. One reason they gave was that it would be 
difficult to handle on their electronic computing equipment. 
There is no reasonable proposition that grain men would 
not be willing to discuss, or have not offered to discuss, with 
the Department. Another possibility -we would consider is 
a rate scaled down according to the percentage of capacity 
that facilities are filled with CCC grain. That is certainly 
a factor with important bearing on costs and profits. 

But the Department is willing only to stack additional 
responsibility on us and slash the rate across the board—take 
it or leave it (p. 385). 


TESTIMONY AS TO MATTERS OTHER THAN GRAIN STORAGE RATES 
Conflict of interest 

At the anne on March 11, 1960, th» subcommittee received 
testimony from Mr. Earl C. Corey, of Portland, Oreg., who was 
Director of the Commodity Stabilization Service office at Portland, 
Oreg., from January 1955 to the date of his resignation on January 
22, 1960. That office is one of six regional offices, which administers 
the commodity price support, acquisition, management, disposition, 
and related programs and activities of the Department of Agriculture 
outside of Washington. (The organizational chart of the Portland 
Commodity office appears at p. 396.) 

According to the organization chart, the manager of the Portland 
Commodity office— 


Provides contract information and receives applications 
for storage contracts within the area. 


The duties of this office are further delineated as follows: 


Directs storage contract and agreement negotiations. 


Approves, suspends, or terminates storage contracts and 
agreements. 


Mr. Corey testified that in early 1956 he and two other persons, one 
a manager of a grain elevator, in Portland, Oreg., and one an officer of 
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an elevator firm in the State of Washington, entered into a partnership 
agreement under the name and title of Three State Warehouse Co. 
(p. 100). This partnership was formed for the purpose of going into 
the grain storage business. 

Application was made to the Portland office of CSS for a Uniform 
Grain Storage Agreement. Mr. Corey stated that his interest in the 
company, along with one other partner’s interest was concealed, and 
the application was made in the name of the company by the third 
partner. 

Evidence produced at the hearing disclosed that the application 
was approved by the Portland office of CSS. A contract between the 
U.S. Department of Agriculture and Three State Warehouse Co. was 
approved by letter dated May 10, 1956, which was signed, “Very truly 
yours, Earl C. Corey, Director, by Henry W. Courtney” (p. 101). 

The company records showed, for the period from April 1956 to 
January 22, 1960, Three State Warehouse Co. received $1,013,616.87 
from the U.S. Government for the storage of Government grain 
(p. 103). 

"The records of the company also showed that Three State Ware- 
house Co. made a net profit of $249,750.20 for the period of August 1, 
1956, through the fiscal year ending April 30, 1959. Mr. Corey’s 
personal profit from the operations of the company during the period 
of April 1956 through June 1959 was $83,250.06 (p. 103). 

Each of the partners under the original partnership agreement was 
to have made an initial investment of $30,000; however, Mr. Corey 
testified that his $30,000 share was advanced by one of the other 
partners. Mr. Corey executed a promissory note to the lending part- 


ner, and the note was repaid out of the profits of the company (p. 104). 

Mr. Corey testified that the unsecured note called for the payment 
of interest, but that he, Mr. Corey, did not pay either interest or prin- 
cipal since this was pee out of the profits of the company (p. 104). 


Mr. Corey testified the president of Diamond Lumber Co., of Port- 
land, Oreg., had asked him for aid in locating a tenant of a warehouse 
owned by Diamond Lumber Co. As a result of this, Three State 
Warehouse Co. leased the warehouse for the storage of Government 
grain. 

There was further presented at the hearing a ledger sheet of the 
Diamond Lumber Co. of Portland, Oreg., showing that check No. 
9360, dated November 6, 1956, in the amount of $3,295 was issued to 
Earl Corey, Inc., of Portland, Oreg. This ledger sheet contained the 
notation that this amount represented 5 percent of the first year’s rent 
on the facilities leased by Three State Warehouse Co. from Diamond 
Lumber Co. for the storage of Government grain (a finder’s fee). 
Earl Corey, Inc. was a corporation owned and controlled by Earl 
Corey (pp. 114 and 115). 

Mr. Corey further testified that in 1955 and 1956, he purchased 303 
shares of stock in the California Malting Co., of Los Angeles, Calif., 
and that he made arrangements to purchase the stock through the vice 
oe in charge of the west coast operation of Archer-Daniels- 

idland Co. (pp. 116 and 117). 

The evidence assembled by the subcommittee staff disclosed that 
the California Malting Co. had 24 stockholders, most of whom were 
officers, executives, and relatives of officials of the Archer-Daniels- 
Midland Co. (p. 117). Archer-Daniels-Midland is the fifth largest 
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recipient of grain storage payments from the Government for calendar 
year 1959, receiving $6,824,427.39 (p. 117). Mr. Corey testified that 
he purchased this stock for $10 a share (p. 118). Later the California 
Malting Co. was merged with the Great Western Malting Co., and, 
as of the merger date, the stock had a value of $111 a share (p. 118). 
Thus, Mr. Corey’s original investment of $3,030 in 1955 and 1956 grew 
to a value of $33,633 by 1959. 

It was also shown at the hearing that Archer-Daniels-Midland had a 
Uniform Grain Storage Agreement with the Government on the 
facilities of the California Malting Co. in California (p. 119). The 
approval of this contract was handled through Mr. Corey’s office in 
Portland, Oreg. (p. 119). 

Mr. Corey testified that he did not disclose his interest in the Three 
State Warehouse Co. or California Malting Co. to his superiors in the 
Department of Agriculture. He stated that he was never asked by the 
Department of Agriculture to disclose any of his financial interests or 
outside holdings. Mr. Corey testified that it wasn’t until he received 
the ‘‘Code of Ethics’’ adopted by the 85th Congress in the latter part 
of May 1959, that he became aware of a possible conflict-of-interest 
(p. 120). 

P although Mr. Corey testified that his role in the partnership was 
simply that of an investor (p. 99), it was subsequently shown that a 
teletype from Mr. Corey to the Minneapolis Office of the CSS, directed 
certain wheat with lower protein value be shipped to Three State 
Warehouse Co. in Portland, while wheat with a higher protein content, 
which could be more easily sold and disposed of, and therefore not kept 
in storage for as long a time, was directed to other warehouses (p. 284). 

Mr. Corey testified that his immediate superior in the Department 
of Agriculture was Mr. Frank McGregor who resigned from the De- 
partment of Agriculture on October 7, 1959, while under investigation 
for operating a business known as Frank R. McGregor & Associates, 
1000 Connecticut Avenue, Washington, D.C., while serving as an 
official of the Department of Agriculture (p. 133). 

Mr. Corey testified that Mr. McGregor had never discussed conflict- 
of-interest regulations of the Department of Agriculture with him. 

He stated that January 14, 1960, was the first time in his experience 
with the Department that he had been directed to fill out a form 
listing all of his stockholdings or other investments (p. 137). 


USDA ACTIVITIES CONCERNING CONFLICT-OF-INTEREST 


On March 23, 1960, the subcommittee received testimony from 
Mr. Ralph S. Roberts, Administrative Assistant Secretary of Agri- 
culture, and Mr. W. George Goold, Assistant Director of Personnel, 
in charge of security and investigations in the Department of Agri- 
culture, concerning conflict-of-interest situations within the Depart- 
ment of Agriculture (p. 148). 

Mr. Roberts testified as to departmental regulations and actions 
taken to prevent conflict-of-interest situations from arising within 
the Department. He discussed Memorandum No. 1436 of the De- 
partment of Agriculture, issued December 31, 1959, and testified 


this was the first time such a form had been used by the Department 
of Agriculture (p. 176). 








GRAIN STORAGE OPERATIONS OF THE CCC 17 


Mr. Roberts and Mr. Goold testified that at the time of the hearing, 
the Department of Agriculture was investigating 12 other possible 
cases of conflict-of-interest. 

Mr. Goold was questioned concerning an inquiry presented to the 
Department of Agriculture on June 17, 1958, by the chairman of the 
House Subcommittee on Government Operations, Congressman L. H. 
Fountain (Democrat, North Carolina), which stated: 


Are any major officials of the Department of Agriculture 
engaged in outside employment or business activities? 


And to which the Department answered: ‘‘None.”’ 
The Department further stated: 


In regard to questions of employment or outside business 
activities which might result in a conflict-of-interest, we have 
made inquiry of the major officials of the Department of 
Agriculture, who are presently in Washington, and have 
reviewed the records of all such other officials who are out 
of the city. The results are as follows: 

We have found nothing that under any reasonable inter- 
pretation of the standard would appear to constitute a 
violation of the conflict-of-interest statute. 


Mr. Goold testified that Mr. Corey was not checked at that time, 
since the inquiry was confined to officials who were in Washington, 
D.C. (p. 171). 

Mr. Goold testified that nothing further was taken in the way of 
specific action to check conflict-of-interest situations among officials 
of the Department of Agriculture until the memorandum of December 
31, 1959, No. 1436 (p. 171). 

Goold further testified that the Department of Agriculture had 
sent out 15,045 such questionnaires. Mr. Goold and Mr. Roberts 
admitted that the officials of the Department were required by 
Memorandum No. 1436 to declare their financial holdings as of 
February 1, 1960. When questioned by the chairman of the sub- 
committee as to the reasons why they were allowed 30 days in which 
to declare their holdings, Mr. Roberts testified that it was done to 
give the employees time to fill out the form and return it (pp. 172 
and 174). 

The Department officials testified that they had no knowledge of 
anyone liquidating his holdings during that period of time (p. 174). 


SALES POLICY OF CCC 


At a hearing held by the subcommittee on May 12, 1960, testimony 
was received from Mr. James A. Cole, regional director, CSS, Minne- 
apolis, Minn., and Mr. Clarence Palmby, Acting Administrator, CSS, 
Washington, D.C. 

Mr. Cole testified his office received notification from Washington 
in November of 1959 that, as a result of a trade meeting in Washington 
with Mr. Berger, Administrator of CSS, they were instructed to change 
their soybean pricing policy. He was instructed to allow a load-out 
charge for instore sales of soybeans, plus a commission charge (p. 263). 
“In-store sales” are sales made to the warehouseman storing the 
commodity. 
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Mr. Cole testified this was a departure from the previous policy of 
the Department of Agriculture. As a result of this change of policy, 
he sent a teletype to Washington, D.C., on November 23, 1959. This 
teletype set forth nine points and stated: 


1. Commission on soybeans has never been allowed on 
in-store sales except on the sale of less than carload lots of 
soybeans. 

2. The Evanston office of CCC did not allow commission 
on soybeans, and now that Minneapolis was doing so, that 
buyers would be able to purchase Minnesota stored soybeans 
2 cents per bushel cheaper than Iowa stored soybeans. 

3. That the allowance of load-out charges on in-store sales 
of soybeans was a departure from established trade practice, 
and “the cost to the Government in this area alone, based 
upon an estimate of 20 million bushels of soybeans and other 
grains sold in-store in country elevators, would be about 
$150,000 per year.” 

4. Buyers were asking that the new pricing policy would 
be retroactive. 

5. Buyers and a representative of the country elevator 
association expressed concern over the allowance of the load- 
out, and stated such allowance was not expected and could 
not be justified. In other words, the allowance would be for 
services not performed. 

6. Mr. Cole stated that if the trade should express them- 
selves in the seme manner to investigators and auditors 
presently in the Minneapolis office, that 1t is possible that the 
office would be subject to considerable criticism. 

7. Both Senate and House investigators were inquiring as 
to justification of payment of commission and load-out where 
not sure services are always performed or earned. 

8. Pointed out that soybeans were not necessarily pur- 
chased through commission merchants. 

9. An explanation that the teletype was for information as 
to reactions to the new pricing policy (pp. 263 and 299). 


It was shown that the majority of the soybeans were sold in country 
elevators located outside the Minneapolis market, and these sales 
were not generally made through commission merchants. Further, on 
an in-store sale, the elevator that had the soybeans in storage for the 
Government would purchase these soybeans from the Government 
and then, in effect, be paid by the Government for loading-out the 
elevator’s own soybeans from its own elevator (p. 265). 

It was shown that this new policy adopted by the Department of 
Agriculture would cost the Government a total of $325,000 a year 
based on the additional cost of the commissions and the load-outs 
(p. 269). 

Mr. Palmby stated the reason the changes in long-established policy 
were made by the Department was because the CCC Charter Act 
provided that the Corporation, in its purchasing and selling operations, 
shall, to the maximum extent practicable, consistent with the fulfill- 
ment of the Corporation’s purpose and effective and efficient conduct 
of its business, utilize the usual and customary channels, facilities, and 
arrangements of the trade and commerce (p. 293). 
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Mr. Palmby was questioned concerning the provisions of the CCC 
Charter Act. He was asked if the Charter Act required the Depart- 
ment to adopt this policy, why it hadn’t been done prior to November 
1959? When asked if the Department had been in violation of the 
Charter Act prior to that time, Mr. Palmby stated: “I expect it 
could be said that we were * * *,” But he went on to say that he 
felt that there was great room for leeway on judgment in carrying 
out this aspect of the Charter Act (p. 295). 

Mr. Cole was also questioned concerning the approval of a grain 
storage facility located at Savage, Minn., and owned by Cargill, Inc. 

This grain storage facility, known as Cargill Elevator Co., had one 
storage bin that held in excess of 6 million bushels of grain, which 
was known as the Sheepshed, and another storage receptacle holding 
appre 344 million bushels of grain, known as the Lambshed. 

Mr. Cole testified that he had directed a teletype to Mr. Marvin L. 
McLain (now Assistant Secretary of Agriculture) then Director of 
the Grain Division in the Washington Office of CSS on August 18, 
1954, which stated: 


We are reluctant to approve all of the facility under the 
UGSA, particularly with regard to the two large bins of 6 
million bushels and 334 million bushels, respectively. 


Mr. Cole went on to state: 


Our objection to these large bins is involved in the nature 
of CCC operations and the length of storage as compared to 
other commercial users. We invariably find ourselves 
holders of the oldest. warehouse receipts, where the ware- 
houseman reposts that he cannot condition the grain, and the 
grain, must be moved because of the warehouseman’s in- 
ability to condition it (p. 272). 


Mr. Cole testified he received instructions from Washington on 
September 1, 1954, stating: “You are instructed to approve the 
warehouse’”’ (p. 273). 

Mr. Cole testified that in late 1958 and early 1959 the storing 
warehouseman and the Commodity office in Minneapolis became 
fearful of this grain going out of condition, and it became necessary 
for the Commodity office to empty the elevator and dispose of the 
stored wheat (p. 271). 

CCC, therefore, began to take steps to sell some 6 million. bushels 
of wheat, and did, eventually, dispose of it, selling some 4,836,630 
bushels to the storing warehouseman, Cargill, Inc. (p. 272). 

A report by the Internal Audit Division of the Department of 
Agriculture, dated August 12, 1959, was critical of this transaction. 
It stated that while the storing warehouseman had agreed with the 
Government to keep sufficient open space so as to make room to 
efficiently turn the grain for conditioning, that the condition of the 
grain, which necessitated its disposal: “resulted in lack of turning 
and conditioning” (p. 274). 

The internal audit report also stated: 


Cargill acquired wheat for export from CCC at prices up 
to 16 cents a bushel below spot market, and subsequently 
applied for export subsidies of approximately $1}¢ million 
for the resale of this wheat to foreign countries (p. 275). 
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The internal audit report stated: 


Generally, the Commodity office has been able to dispose 
of grain in danger of deterioration at inbound track prices 
(spot market), and the quantities involved have not been 
large enough to have a material effect on market prices or 
price support programs. In this instance, however, Com- 
modity was faced with the problem of disposing of more than 
5,700,000 bushels of spring wheat located in one terminal 
market if the annex was to be emptied for the installation of 
additional equipment (p. 276). 


Mr. Cole stated that when Cargill had the facility emptied in 1959, 
CSS required them to install complete aeration equipment and to 
paren the large facility so the wheat would not be stored in one 
arge mass before Commodity would approve the facility for further 
storage of grain (p. 276). 

The internal audit report also stated: 


Sales prices were substantially below prices received in the 
Commodity office for the rest of the grain sold out of annex 
3, particularly in view of the much higher quality of wheat 
sold to Cargill on these sales, and were more than $325,000 
below the spot market (p. 276). 


Mr. Cole testified it was extremely difficult to sell this wheat be- 
cause of its age, the quality, and the fact that prospective buyers knew 
CCC was in the position of having to dispose of this extremely large 
quantity of wheat (p. 277). 

Cargill, Inc., furnished evidence to the subcommittee showing that 
this wheat was all exported and that they applied for an export subsidy 
from the Government, ranging from 54 to 60 cents a bushel. T'wo 
million bushels of this wheat were sold to Tradex International, South 
America, a Panamanian corporation, which, Cargill informed the sub- 
committee, was a South American corporation owned by certain 
stockholders of Cargill (p. 279). 

Mr. Clarence Palmby, Acting Director of CSS, in Washington, D.C., 
testified the Department of Agriculture refused to grant a storage 
| Sponge for the Cargill elevator in 1953 because of the size of the bins. 

owever, in 1954, a UGSA covering the Cargill facility was approved 
rH Mr. em in Minneapolis, pursuant to instructions from Washington 

p. 281). 

Mr. Palmby stated one of the motivating factors in the Depart- 
ment’s decision to approve the facility was the shortage of storage 
space available throughout the country (p. 281). 

Mr. ae also cited a report of the U.S. Warehouse Act Branch 
of the Agricultural Marketing Service of the Department of Agricul- 
ture concerning a warehouse examination of this facility sometime 
prior to its approval by the Government for storage of grain. This 
report stated the chairman of the board of Cargill, Inc., had assured 
the examiners that at least 1 million bushels of space would be retained 


at - times in order to remove and condition the grain in storage (p. 
282). 
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The report when on to state: 


* * * We believe these large bins will offer safe storage in 
contem ip tyre of the Warehouse Act for normal public opera- 
tion. By normal operation, we mean a refreshening of 
stocks, or removal from storage, of the identical grain in 1 to 
2 years (p. 283). 


Mr. Palmby stated: 


If we had been in a position to remove our grain from the 
ic facility at the end of 1 or 2 years, no difficulties 
would have been encountered (p. 283). 


He went on to testify that this was not the case, and that after the 
grain had been stored in the Cargill warehouse for about 4 years and 
was approximately 6 years old, it was necessary for cc’: to take 
action to dispose of the grain (p. 283). The wheat had previously 
been in storage for approximately 2 years prior to being moved to the 
Cargill facility. 

The Acting Director of CSS further testified that although Cargill 
had assured the examiners that at least 1 million bushels of open space 
would be retained at all times to care for the possibility of an emer- 
gency, this provision was not incorporated in the Government’s agree- 
ment with Cargill (p. 285). 


SALES OF DETERIORATED GRAIN 


Mr. Cole and Mr. Palmby were both questioned at the hearing on 
May 12, 1960, concerning the sale of deteriorated grain. Mr. Cole 
testified ‘that CCC has the right not only to sell grain that is threaten- 
ing to go out of condition from storage but also to sell it at the best 
price available without seeking the statutory minimum price. 

The law requires that CCC should not sell storable agricultural 
commodities at less than 5 percent above the current support prices 
for such commodities, plus reasonable carrying charges (sec. 407, 
Agricultural Act of 1949). 

Mr. Cole and Mr. Palmby were questioned concerning Evanston 
CSS Office form No. 409, a document entitled, “Report of Deteriora- 
tion or Threatened Deterioration.” Contained in the Evanston form 
409 is the question, “Does warehouseman request portion of good 
grain be allowed him for blending?” (pp. 301, 302). In other words, 
where grain is going out of condition in a storing warehouse and the 

ain should grade No. 3, does the warehouseman ask the right to 

lend No. 1 grain with the No. 3 grain so as to be able to deliver No. 
2 grain? 

Mr. Cole testified that the Minneapolis office did not utilize this 

no nor was this practice followed in the Minneapolis office of CSS 
p. 271). 

Mr. Cole had serious doubts as to whether or not his office would 
have legal authority to do so, since it would, in effect, be selling good 
grain at less than the statutory minimum price, contrary to section 
407, Agricultural Act of 1949 (p. 271). 

Mr. Palmby testified that he had not seen the form prior to the 
neers (p. 296), and stated he did not know whether it was in use in 
any other offices of CSS. 
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III. Conciustons 


The subcommittee has reached the following conclusions: 

1. The basic farm programs of the Department of Agriculture are 
the product of years of effort on the part of farmers, farm organizations, 
Members of Congress, and people working in the State and Federal 
Governments for stable, fair farm prices and income. 

The acquisition of commodities in CCC inventories has now reached 
unreasonable proportions; and early action is necessary to bring 
production in line with national requirements. 

The necessity for undertaking this investigation of the operations 
of the Commodity Credit Corporation in itself would imply that the 
farm programs must be revised and updated; and the need for a 
reconcentration of effort in this area has never been greater. 

The welfare of farm producers has been damaged as the result of 
these programs becoming involved in endless controversies which 
have failed to bring about a more reasonable alinement. of supplies 
with needs. 

2. The Department of Agriculture failed to institute a survey of the 
cost of storing Government grain in commercial warehouses until 
after congressional investigations had been initiated. This was a 
disregard of sound business procedures, and constitutes mismanage- 
ment of the taxpayers’ dollars. 

3. The expenditure, in recent years of over $2 billion for commodity 
storage and handling, by the Department, without an adequate cost 
study and proper analysis thereof, is clear evidence of mismanagement. 

4. When the Department finally completed its first cost study on 
grain storage in 1960, it utilized the study to effect a sharp reduction. 
in storage payment rates for contmanaale elevators. The savings to 
taxpayers from this reduction, according to Department estimates, 
will amount to almost $100 million in the first year alone. 

The fact that such rate reduction is expected to produce such a 
substantial saving indicates that significant savings might well have 
been achieved several years earlier, if the Department had made proper 
cost studies at that time. The failure to make such studies is, thus, 
not only a matter of poor management, but also a matter of wasting 
several million dollars in tote Ranie. 

Further, the Department’s own figures indicate that the 1960 rate: 
reduction will, in fact, make possible substantial net savings to the 
Nation’s farmers. 

5. The insistence of the Department on continuation of an absolute 
uniform rate for grain storage throughout the country is, in the opin- 
ion of the subcommittee, a serious mistake. It can only allow some 
persons to continue receiving exorbitant profits from the storage of 
Government grain, while others performing a needed service to the 
farmers and communities of this Neton are denied a chance to make 
any profit at all. 

6. The evidence before the subcommittee supports the conclusion 
that administration of policy is not uniform throughout the Depart- 
ment. Lack of coordination between regional offices has resulted in 
actions wasteful of public funds. 

An example is the action of the Evanston office of Commodity 
Stabilization Service in classifying as “deteriorated” and “nonstor- 
able” grain that was actually still storable, and selling this grain at 
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prices below those required by law. This action in fact was one of 
questionable legality. 

7. The procedures of the Department in relation to possible conflict- 
of-interest situations among its officials and employees have been 
totally inadequate. It was not until the issuance of Memorandum 
No. 1436, on December 31, 1959, after congressional investigations 
were well underway, that steps were taken to make a proper check 
of employees in this regard. 

8. The failure of Commodity Stabilization Service to give prompt 
attention to reports of its Internal Audit Division has caused needless 
and inexcusable waste. 

In one case alone, the California rice storage matter, the Internal 
Audit Division of CSS alleges a loss of $1 million on storage of the 
1956 crop. The Grain Division of CSS disagrees with this conclusion 
but this matter has never been affirmatively resolved. 

9. The failure of the Department to place proper safeguards on 
these expenditures for commodity storage and handling has tended to 
reflect discredit on the American farmers, as all of these sums are 
charged to the farm program of this Nation. Actually, farmers 
received very little of this money.® 


IV. REcoOMMENDATIONS 


1. A reorganized farm program, based upon a national food and 
fiber policy, is needed to reduce to reasonable levels the carryover of 
commodities owned by the Government and to reduce the present 
burdensome costs which are reflected in this excessive inventory. 

2. The Department of Agriculture should take action to explore 
businesslike methods of contracting with the commercial warehouse 
industry for the storage of Government grain and report its findings 
and recommendations to the Congress prior to the negotiation of a 
new Uniform Grain Storage Agreement. This should include the 
consideration of the following: 

(a) Use of a renegotiation provision in the grain storage con- 
tract so as to insure the recapture of any excessive profits. 

(6) Recognition for geographic differentials in the cost of 
storage and handling. 

(c) A guaranteed term of storage removes much of the risk of 
incurring expenses to maintain unused facilities, and therefor 
rate differentials for long-term versus short-term storage should 
be considered. 

(d) The recognition of savings where a high percentage of 
capacity of the elevator is used for storage. It should be recog- 
nized that a higher percentage of occupancy will reflect lower 
per bushel net costs. 

3. The Department should improve its cost study techniques and 
utilize the results in its negotiation of grain storage contracts, when 
the Uniform Grain Storage Agreement next comes up for renegotia- 
tion. The Government must not allow itself to be placed in its 
pre-1960 position, when the Department utilized cost estimates 
provided by others, because it had no figures of its own. 

4. Commodity Stabilization Service should take action to insure 
uniform administration of its policies by the various regional offices. 


5 Farmers who are members of producers cooperatives do receive any excess of income over costs in the 
form of patronage dividends. 
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5. To prevent waste of tax dollars, Commodity Stabilization Service 
must give careful attention to the reports of its Internal Audit Division. 
Adequate safeguards to insure prompt action upon the recommenda- 
tions contained in these reports must be devised, instituted, and 
enforced. 

Sruart Syminoton, Chairman. 
Huserr H. Hompurey. 

Herman E. TALMADGE. 

Wit1u1aAM PROXMIRE. 

Mutton R. Youne of North Dakota. 
JOHN SHERMAN CoopPER. 








SUPPLEMENTAL VIEWS OF SENATOR MILTON R. YOUNG 
OF NORTH DAKOTA 


1. The need for improving the farm program is the first and main 
conclusion justified by this subcommittee’s study. The inventory of 
commodities acquired by the Commodity Credit Corporation is not 
the cause but the byproduct of the failure to make such improvements. 
It is a symptom of a problem rather than the problem itself. Because 
of this failure to adjust the program, the inventories create substantial 
expenses. These expenses will continue until needed changes are 
made. These expenses are in three categories, as follows: (a) Interest 
on funds CCC invests in commodities, 6) the costs of transportation, 
and (c) the care and custody of surplus foods and fibers. 

2. The rise in the inventory of CCC is also the byproduct of a tragic 
mistake in judgment as to the result of a reduction in support prices. 
These have been periodically and substantially lowered under the 
Agricultural Acts of 1954 and 1958 and the Department’s regulations 
pursuant to these acts. Instead of reducing as predicted, these re- 
ductions have stimulated the inventory buildup. It reflects a false 
theory that as supports were lowered the use of price supports by farm- 
ers would diminish and the storage problem would be solved. 

3. The mistaken theory that reduced farm price supports would 
reduce farm output was widely advocated and believed after the 
Korean war. It is one reason that the grain storage industry did not 
expand storage facilities to keep pace with need. From 1949 through 
1956, Government-owned storage increased and now totals 958 million 
bushels, nearly one-fifth of the Nation’s grain storage space. This 
reflects a high rate of Government ownership in a field once left wholly 
to private enterprise. When the need for Government ownership and 
operation is clearly passed, it will be in order for CCC to retire from 
this field. 

4. At the frequent and urgent requests of the Department, the 
commercial grain storage industry expanded grain storage space from 
1.2 billion bushels in 1952 to 4.2 billion bushels at present. The in- 
dustry deserves commendation for this response to the call of the 
Government, which has extended over the past 12 years. About 
11,000 warehouses contract with the Department under the Uniform 
Grain Storage Agreement to provide a standardized, responsible serv- 
ice of care and custody of these assets. Approximately one-third of 
the commercial storage space is owned by 1,500,000 farmers through 
2,800 cooperatives owned, financed, and controlled by the farmers 
themselves. 

5. Since the first UGSA in 1940, its terms have been revised in 
1942, 1946, 1948, 1949, 1952, 1954, 1956, and 1960. The handling 
charges were unchanged from 1949 until July 1, 1960. The storage 
rate structure has changed form, and the rates have been revised 
several times. In 1956 the storage rate, which is a per diem rate, 
was reduced about 5 percent for longer term storage and increased 
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for periods of less than 1 year. On July 1, 1960, the rates for both 
storage and handling were reduced from 12.5 to nearly 50 percent for 
various services, averaging 19 percent according to the Department’s 
estimate, lowering the cost for the same volume about $100 million 
a year. 

6. The most significant finding of the Department’s storage cost 
survey was that costs varied greatly. As a result, they provided a 
guide of very limited utility for the establishment of rates. The 
survey was also weak in that it selected for study a period of only 1 
year and this the year of the highest average use and occupancy of 
commercial grain storage in history. This same failure to use a longer 
and more representative period of costs and income, which would 
take account of years of low or average use and occupancy, marked 
the selected sample survey made at the request of the subcommittee’s 
staff by the General Accounting Office. Numerous criticisms of the 
methods employed in both surveys have been made by every element 
of the grain storage industry. Without passing judgment on the 
adequacy of these surveys, it is clear that they re failed to meet 
widespread respect or acceptance. 

7. The Department will be well advised to: (a). reexamine the 
methods and the adequacy of these surveys, (6) study the possibilities 
of setting rates which reflect regional variations in cost, (c) eliminate 
the flat uniform national rate and provide variations in rates as 
between very long, long, and short periods that storage is used. 

It is obvious that the costs of storage decline when grain is stored 
for long periods as compared with short periods that leave space 
enutaial until the next harvest. It should be possible to isolate 
certain lots of grain unneeded for periods ahead of 2 or 3 years, pay a 
lower rate for assured use of space, and achieve economy through this 
management tactic. There are other changes that justify careful 
study to the end that rates and agreement terms are established which 
are as nearly fair and equitable as possible to both the Government 
and the industry. For both, the task is difficult and important, and 
a constructive attitude will recognize that the encouragement of fore- 
sight is more useful than criticisms from the vantage point of super- 
ficial hindsight. 

8. The use of a renegotiation provision in the UGSA contract, which 
deserves study, would not necessarily lower costs to the Government 
and raises a number of substantial questions. No witnesses in the 
course of the hearings advocated this, while there were those who 
opposed it as unworkable. A major reason given was that 11,000 
concerns are involved, most of them small. The costs of administra- 
tion might well prove excessive and burdensome. If the Government 
as a depositor of grain would have the right of renegotiation of rates 
after the performance of services, in all equity this right would have 
to be extended to other depositors of grain, including farmers who 
bear the costs of storage until takeover date under the price support 
program. Very substantial quantities of grain placed under support 
are redeemed during the marketing season. 

A renegotiation provision would also lead to undue hardship for 
farmer-owned warehouses because their cooperatives, which pay any 
savings above expenses to their farmer-patrons, are Naaaet’ by law 


to distribute such patronage savings promptly. For one class the law 
provides that notice of such patronage must be given in 75 days and 
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for another class within 8}; months after the close of the fiscal year. 
It would be contrary to the best interests of agriculture to cause injury 
to these self-help institutions in any way. 

9. In this investigation insufficient care was given to the need for 
recognizing the risks of warehousing incident to shrinkage, deteriora- 
tion, and a return on equity capital. The record repeatedly refers to 
“profit on cost,’’ which is an accounting term which misleads unless 
carefully defined. For example, testimony by Dr. Phillips of Iowa 
State University on the basis of a survey of 44 Iowa country elevators 
made in 1952 leaves the impression that they are representative of 
costs, in 1960, of all lowa elevators running well above 500 in number, 
and of others in the Nation running in many thousands. As in the 
business of farming, it is essential in the swirling industry to take 
both “good” and “bad” years into account in arriving at long-term 
profit or loss. 

10. The costs of operating storage owned by CCC are widely mis- 
understood, and there is a tendency to minimize these. No taxes of 
any kind are paid on these facilities in the communities where estab- 
lished although they require the use of community facilities, especially 
of roads and highways. There are substantial costs of moving grain 
into and out of them, of turning and conditioning the grain, and there 
are shrinkage, deterioration, theft, and other unmsured losses. The 
provide a far different service than commercial warehouses, and quic 
conclusions that fail to take these differences into account are often 
misleading. 

11. It now appears that large crops in 1960 are pressing hard once 
again on available storage space in many areas, while further expansion 
has been discouraged by CCC’s cut in rates. If this discouragement 
would have come some years ago when storage space was expanded at 
the rate of 500 million bushels annually, a great volume of grain would 
now be without a roof and subject to damage from the elements, and 
farmers would be unable in many cases to qualify their grain for price 
support. Then the Department and the Congress would now be 
criticized for having failed to encourage expansion, as was the case in 
1948, whereas now it is being criticized for failing to discourage expan- 
sion by cutting rates sooner. 

12. It should be noted that until the farm program is revised to meet 
ere and future needs, the overall problem may grow. The prob- 
em of finding adequate storage may not have ended because output 
continues to exceed requirements unless these are further expanded. 

Below is a table recently compiled by statisticians of the Depart- 
ment of Agriculture showing carryover stocks of wheat, rye, and feed 
grains for several recent years and the preliminary estimate for 1960: 


Carryover stocks of wheat, rye, and feed grains 


Grain Year be- Unit 1957 1958 1959 1960 pre- 
ginning in: 
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It is probable that the estimates, when made, for 1961, will show 
further increases in carryover and in CCC inventory. ‘This is be- 
cause favorable weather continues for crops in most of the Nation. 

13. Part Il of the report is most incomplete as a summary of testi- 
mony and exhibits. It does not give sufficient weight to important 
testimony that contradicts the findings and conclusions. 

14. Finally, attention has recently been called to an area of im- 
portance which was not investigated at all.. This is the need for 
early and careful study of stockpiling foods in raw or processed forms 
near or in our large centers of population as a needed element in a 
comprehensive program of civil defense. Both candidates for Presi- 
dent currently have referred to it and may be expected to make more 
specific proposals during the course of the campaign. In event of 
attack on this country, the CCC inventories could well prove to be a 
major national asset to insure survival. This aspect of civil defense, 
national need, and prudent concern for the Nation’s welfare deserves 
intensive examination. It may involve long-time storage for which 
the rate would be lower. It may well prove to be of the highest 
importance. It is hoped that it will not be the missed opportunity 
of our times, when viewed at some future date with the advantage 
then of hindsight. 


SPECIFIC COMMENTS ON THE “FINDINGS AND CONCLUSIONS”’ 


Supplemental comment is justified in regard to the “Findings and 
Conclusions” contained in this report, as follows: 

A. Prior to 1940, in its rate negotiations with the industry, the 
Department utilized (1) data concerning rates for grain storage and 
handling service established by State regulatory bodies, (2) the re- 
sults of individual cost surveys made by units of the Department and 
individuals, and (3) cost indexes of the major items that enter into 
storage costs, such as interest rates on money borrowed, labor wage 
scales, rising costs of insecticides and fumigants, costs of construction 
and equipment, and additional risks as a result of new Food and Drug 
Administration standards and enforcement program which commenced 
in 1955. 

Further, account needs to be taken of the fact that during most of 
the period beginning in 1948, commercial storage space did not expand 
as needed and requested by the Department of Agriculture. The 
Department was forced to build most of the 958 million bushels of 
storage which it now owns and operates. Congress, in 1953, took 
account of this situation to encourage the building of space so farmers 
could qualify grain and oilseeds for price support. It enacted legisla- 
tion authorizing accelerated depreciation of grain storage facilities 
within a period of 5 years after construction, if started prior to Decem- 
ber 31, 1956. Storage occupancy agreements were also employed 
both before and after the Korean war but are no longer used. 

At present, every grain storage warehouse under the Uniform Grain 
Storage Agreement is subject to deliver on brief notice all commodi- 
ties stored for the account of the Commodity Credit Corporation. 
Grain warehousemen have no guarantee that their facilities are needed 
by the Government at any time or for any specific period in the future. 

This means that this industry is vulnerable to rapid contraction of 
CCC demand. The belief is general that the industry is greatly over- 
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expanded compared with any normal need. It is commonly esti- 
mated that the industry is overbuilt to the extent of 2.5 to 3 billion 
bushels if and when requirements for storage-space are more nearly 
normal. Most of the storage properties are single-purpose elevators, 
= the storage of grain. They have, if unneeded, little or no salvage 
value. 

Thus, the alleged disregard of “sound business procedures” and 
allegations that the actions of the Department “constitute misman- 
agement of the taxpayers’ dollars” should be read in the light of the 
extraordinary burden placed on the Department and the grain storage 
industry by the failure of legislation to bring supplies and require- 
ments into better balance. 

B. Finding No. 3 concludes that the absence of a cost study is 
“clear evidence of mismanagement,” a conclusion which should be 
read with appreciation of the fact that storage cost studies in them- 
selves solve no problem; that the problem is to apply cost data which 
in this case, is marked chiefly by a showing that there is an extraor- 
dinary range in construction and operating costs in the grain 
storage industry. ‘This resulted in the use by the Department of a 
rough averaging process which is insensitive to cost variations. This 
“finding” tends to accept uncritically and as valid the results of the 
Department’s survey, despite the fact that it is defective in a number 
of respects, as indicated elsewhere in this statement. 

C. Finding No. 4 should be read in the light of the fact that in many 
areas as recently as 2 years ago there were acute shortages of storage 
space; that unless farm legislation is improved there may again be 
acute shortages in another year or two. 

D. Finding No. 8 is not based on all of the facts and circumstances 
incident to rice storage problems in California. ‘This is because the 
cost of storing rice under the CCC contract, which establishes many 
specific responsibilities, is uncritically compared with the California 
State storage tariff under which California warehousemen assume little 
or no responsibility. Costs must be related to services contracted for 
and actually provided, to be fair and accurate. Under the State 
warehouse tariff, the warehouseman is required to do little more than 
rent space to the depositor, who assumes all risks. The warehouse- 
man makes extra charges for turning and conditioning the grain, for 
fumigating it, and for other services, including insurance. Under the 
State tariff, he is not responsible for shrinkage or spoilage. The State 
tariff rate is an annual rate and must be paid even though the space is 
used for only a few months or even days. In the case of the COC 
contract, the warehouseman takes full responsibility for weight and 
quality and is paid on a per diem basis for the days storage space is 
actually used, with none of these extra charges. The CCC method 
requires far smaller administrative supervision and expense. 

There is no proved justification, therefore, for any conclusion that 
an extra $1 million was spent needlessly. Full information and a 
complete study might well lead to an exactly opposite conclusion. If 
the rice had been stored under the State tariff, permitting extra 
charges and forcing CCC to accept risks of shrinkage and deteriora- 
tion, it might well have developed that the total cost to CCC would 
have been larger by far than under its uniform contract. 











SUPPLEMENTAL VIEWS OF SENATOR JOHN SHERMAN 
COOPER OF KENTUCKY 


I have joined in the findings and conclusions of the committee be- 
cause I believe them to be substantially correct. Without condoning 
in any way lack of proper management and waste, I believe that cer- 
tain facts should be noted to place our investigation and findings in a 
larger perspective. 

here is a tendency on the part of some to charge unjustly Ameri- 
can agriculture with ah for our accumulated surpluses of food and 
fiber. It should be remembered that during World War II, the post- 
war period, and the Korean war, our Government urged the Ameri- 
can farmer to produce food sufficient to meet our domestic needs and 
to assist in carrying out our foreign policies. In doing this, our 
farmers have developed skills, practices, and techniques which have 
enabled them to supply the American people with an abundance of 
food at reasonable prices, and to assist the peoples of many countries. 

With the reduction of wartime and postwar demands, surpluses 
have accumulated. 

In these circumstances, the Department of Agriculture was required 
to take steps to insure storage. vt is essential to place storable crops 
under suitable cover to prevent the spoilage of food, to avoid the loss 
of tax dollars temporarily invested in Government grain holdings, 
and to extend price supports to farmers, as provided by law. This 
the Department has done. 

In recent years, the grain storage problem has been complicated b 
higher crop po which have piled record harvests on top of Heat 
capers Planning for adequate storage, and against loss, involves 
acknowledged risks—of which the largest is the recurrent danger of a 
shortage of space. The committee has not charged that the Depatt- 
ment has failed in this regard—for necessary storage has been made 
available. 

It should also be noted in this connection that the findings and 
conclusions deal only with grain storage, and our report does not 
concern itself with or reflect upon other types of storage. 

While not condoning any waste in current practices, it makes our 
report complete to point out that the uniform grain storage agreements, 
as well as procedures, or lack of adequate procedures, to guard against 
conflict-of-interest situations, continued practices followed by previous 
administrations. 

As my colleague, Senator Young, has stated in his supplemental 
views, the most important conclusion to be derived from our investi- 
gation is the need for improving our farm programs. In such a pro- 

ram there ought to be ample supplies, to assure adequate food and 

ber for our growing population, to process and store food for national 
defense, to provide for emergencies and disasters, and to aid the needy 

meee of countries seeking political and economic independence and 
reedom. 


With these comments, I join in the findings and conclusions of the 
committee. 
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APPENDIXES 


Apprenpix A 
ResoLutTion Apoptep By Commitrer, May 20, 1959 


Resolved, That a subcommittee of six members of the committee, in 
addition to the chairman of the committee, who shall be an ex officio 
member of the subcommittee, shall be appointed by the chairman of 
the _—" to make a full and complete study and investiga- 
tion of— 

(1) All policies, activities, operations, and management of the 
Commodity Credit Corporation, and 
(2) All policies, activities, operations, and management of the 
Department of Agriculture insofar as they relate to or affect 
either directly or indirectly (i) activities or operations of the 
Commodity Credit Corporation, (ii) activities or operations in 
connection with which any funds, assets, personnel, or authority 
of the Paoneae ge Credit Corporation is utilized, or (iii) activities 
or operations relating to feed or seed emergency assistance, 
whether or not participated in by the Commodity Credit Cor- 
poration. 
The subcommittee shall have authority to inquire into any matter 
within the jurisdiction of the committee. 





APPENDIX B 
SENATE CoMMITTEE ON AGRICULTURE AND FoRESTRY 


RULES OF PROCEDURE FOR THE SPECIAL SUBCOMMITTEE TO INVESTIGATE 
THE COMMODITY CREDIT CORPORATION AND RELATED ACTIVITIES OF 
THE DEPARTMENT OF AGRICULTURE 


1. The chairman shall have the authority to call meetings of the 
subcommittee. This authority may be ada ted by the chairman 
to any other member of the subcommittee. The chairman shall not 
schedule any public hearings or series of public hearings outside the 
District of shoei without giving at least 48 hours’ notice thereof 
to the members of the subcommittee. 

2. Any two members of the subcommittee shall constitute a quorum 
for the purpose of taking testimony under oath in any given case or 
subject matter before this subcommittee, except that a single member 
of the subcommittee shall constitute a quorum for the purpose of tak- 
ing testimony under oath at any session of the subcommittee in the 
event that at least 48 hours’ prior notice of such meeting is given to 
every member of the subcommittee and not more than a single member 
of the subcommittee is available to attend such session. 


31 





32 GRAIN STORAGE OPERATIONS OF THE CCC 


3. Any witness summoned to a public or executive hearing may be 
accompanied by counsel of his own choosing, who shall be permitted, 
while the witness is testifying, to advise him of his legal rights. 

4. Subpenas for attendance of witnesses and the production of 
memorandums, documents, and records shall be issued by the subcom- 
mittee chairman or by any other member of the subcommittee desig- 
nated by him. 

5. All witnesses at public or executive hearings shall be sworn. 

6. An accurate stenographic record shall be kept of the testimony 
of all witnesses in executive or public hearings. The record of his own 
testimony, whether in. public or executive hearings, shall: be made 
available for inspection by the witness or his counsel under subcom- 
mittee supervision. 

7. Any witness desiring to read a prepared or written statement in 
executive or public hearings shall file a copy of such statement with 
the counsel or chairman of t the subcommittee 24 hours in advance of 
the hearings at which the statement is to be presented. 

8. No confidential testimony taken or confidential material pre- 
sented in an executive hearing of the subcommittee or any report of 
the proceedings of such an executive hearing shall be made public, 
either in whole or in part or by way of summary, unless authorized by 
a majority of the members of the subcommittee. 

9. No subcommittee report shall be released to the public without 
the approval of a majority of the subcommittee. 

10. No member of the subcommittee staff shall make public any 
information obtained by the subcommittee without approval of the 
chairman of the subcommittee. 
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